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SHARP DECLINE IN CAPITAL INVESTMENT
IN SOVIET CONSUMER INDUSTRIES

Annual capital investment in Soviet consumer industries in 1961
showed a decline from the investment level of 1960 as reported in the
latest Soviet statistical handbook just released. 1/ Investment in con-
sumer industries decreased 9.8 percent, includ{ag a l.5-percent de-
cline in investment in light industry and a 14.4-percent decline in the
food industry. These data reflect the total investment both from cen-
tralized state funds and from noncentralized sources such as enter-
prise funds and other local sources. Cutbacks presumably are in the
noncentralized portion of investment inasmuch as some increase in
the centralized investment had already been reported.

Looking at the broader picture, investments in Group B industries
(those industries producing goods for consumption, light industry and
the food industry) had increased slightly in recent years relative to the
much larger investment in Group A, the heavy industries. As a per-
centage of total investment in industry, Group B had grown from 11.8
percent of total investment in 1956 to 13.5 percent in 1960. In 1961,
however, the percentage of Group B fell to 11.7 percent of total invest-
ment, or a level slightly below that in 1956. The indexes given below
show these changes in the investment pattern for the period 1956-60,
which reflected a trend favorable to consumption, followed by a marked
shift in the pattern in 1961, which is less favorable to consumers. The
possible change in allocation of resources that is suggested by these in-
vestment data would tend to substantiate the theory -- which emerged at
the time of the 22nd Party Congress in October 1961 -- that Khrushchev's
consumer welfare program had suffered a real setback.
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Trends in Capital Investment

1956-61

1956 = 100

Year Group A Industry Group B Industry Light Industry Food Industry

1956 100 100 100 100
1957 105 107 110 104
1958 117 130 140 124
1959 135 151 141 158
1960 149 173 153 186
1961 158 156 150 160

These restrictions in investment in the consumer industries, when
added to problems already faced by these industries, point to bleak pros-
pects for the eager Soviet consumer who had come to expect continuing
improvements in supplies of consumer goods. The rate of growth in
light industry, which began to slacken in 1960, experienced a sharp de -
cline in 1961 and shows little prospect in 1962 for recovery to the level
required by the Seven Year Plan (1959-65). 2/ Nor is the outlook en-
couraging in the food industry, where a decline in the industrial produc-
tion of the important commodity, meat, was reported for 1961. 3/ In-
dustrial production of meat dropped to 96.5 percent of the previo_us year's
production, and, by mid-1962, prices of meat were raised by an average
of 30 percent. 4/ As a result, less meat now appears on the Soviet family
table. Consumer displeasure with these developments has been widespread,
particularly among urban residents, and some active (although limited) con-
sumer protest has occurred in the form of dock strikes against exports of
food and other consumer goods and in a reported uprising of more serious
proportions in the Rostov area following the price increases. é/
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